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Transparency and public engagement
Your decision — will be a public vote

Ensure we consider all ideas and have the
iInput of the public

Minutes will be shared with the Mayor and
City Councill

Contact us to provide comments:

— E-mall: contactus@phoenix.gov
— Twitter: @CityofPhoenixAZ




Strong City leadership

Excellent City employees
— Outstanding Customer Service Ratings

— From 86% (Dec. 2008) to 95% (Dec. 2010) based on an
iIndependent survey from the Behavior Research Center

Budget Structurally Balanced
— From a $277 million general fund shortfall two years ago

AAA Bond Rating & Strong Financial Health
— Highest contingency fund balance ever

Continued Innovation & Efficiency
— Nearly $50 million in savings

Focus On Community Involvement & Transparency



Pensions are a benefit; part of the total |
compensation package used to recruit and retain
employees

Most cities have a defined benefit pension plan, and
Phoenix is no different

Employer contributions for the City of Phoenix
Employees’ Retirement System (COPERS) have
Increased dramatically

Employee contributions to pension have remained
at 5% as set by City Charter in 1973

Need to rebalance partnership between employer
and employees

The City of Phoenix has always met our pension
obligations. This is a Charter requirement. 5



 General City Employees (non-sworn as
of 6/30/11)

— Current Employees: 8,569 out of 14,893

* Excludes Police Officers & Firefighters
(PSPRS)

* Excludes elected officials (EORP)



COPERS is a defined benefit plan

— Established in City Charter by a vote of
Phoenix residents in 1947 and revised In
1953

— Changes to COPERS are voter-
approved

— 30 Voted-upon changes since 1953
» 25 approved, 5 rejected by voters
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Appointed January 2011

Worked with management, consultants
and other stakeholders to propose
recommended changes to COPERS

13 public meetings
Sunset December 31, 2011

Recommendations presented to City
Council February 2012
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 May 18, 2012 — Maricopa County Superior
Court ruling on changes made to
contribution rates for existing employees in
the Arizona State Retirement System
iImpacts the City’s ability to change
contribution rates for current employees

e June 19, 2012 — City Council adopts
timeline for pension reform and requests
additional actuarial analysis and modeling
of three scenarios
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 Mayor and City Councll

e Pension Reform Task Force Members
Rick DeGraw, Chair Ron Ramirez

Bill Barquin Richard Rea

Libby Bissa Karen Schroeder

Gene Blue Ann Seiden

Mark Dobbins Martin Shultz

Don Hamill Charlene Tarver

Tee Lambert Jack Thomas

Roger Peck Donna Buelow, ex officio

* Public input session attendees
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* General City Employees (non-
sworn as of 6/30/11)

— Employees: 8,569

— Inactive: 680
— Retirees: 5,191
— Total: 14,440

e Assets $1.82 billion as of 6/30/11
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Average annual pension:
$28,887

Average annual compensation for active
members:

$59,904

Average age of active members:
46.1

Average years of service of active members:
12.8
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« Employee
— 5% of gross salary
— Pre-tax deduction
e Since 1/1/1985

« Employer
— Actuarially determined each year
— 14.35% fiscal year 2009 - 2010
— 16.04% fiscal year 2010 - 2011
— 18.18% fiscal year 2011 - 2012
— 20.15% fiscal year 2012 - 2013
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Active Employee

 Age 60 with 10 or more
years of service

* Age 62 with 5* or more
years of service

* Rule of 80: age plus
credited service equal
80

Deferred Vested

* 5* or more years of
credited service upon
reaching age 62 — must
leave contributions in fund

* Vesting period = five years
16



* Final Average Salary (FAS)
e Credited Service

* Benefit Ratio
—Upto32.5years @ 2%
—32.5t0 35.5 years @ 1%
—Over 35.5years @ 0.5%
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« Straight Life Pension amount is calculated as:
(FAS) X (Credited Service) X (Benefit Ratio)
 Example:
— Monthly FAS is $3,500
— Credited Service of 25 years
$3,500 X 25 X 2% = $1,750 monthly pension

e There are six payment options, some include
survivor provisions
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Reduce impact of COPERS on City budget by
reducing the City’s contribution rate

— Currently 20.15% of payroll

Move to more equitable sharing of contribution
between City and employees

— Employee contribution rate currently set by City
Charter at 5% of salary

Share plan risk between the City and employees
— Risk is currently predominantly borne by employer

Increase length of service for retirement eligibility

Maintain competitiveness in attracting new
employees and retaining current high-performing
employees
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e Article XXIX - Section C:

—Membership in a public retirement
system Is a contractual relationship
that Is subject to article Il, 25, and
public retirement system benefits
shall not be diminished or impaired.

e Article Il, Section 25:

—No bill of attainder; ex post facto law
or law impairing the obligation of a
contract, shall ever be enacted.
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e Scenario 1 projections — model the following changes to new hires

— Change Rule of 80 provision to Rule of 87

o State of Arizona and most Arizona cities utilize a “Rule of 85”
for employees hired after July 1, 2011

— Change the pension multiplier to a graduated multiplier based on
years of service, matching the Arizona State Retirement System
(ASRS) schedule

— Increase time of service requirements and eliminate minimum
pensions as recommended by the Pension Reform Task Force

— Employee contribution rate is based on 50/50 split of actuarially
determined rate

— Allow new City hires with service on account with ASRS prior to
7/1/2011 to join COPERS under current provisions
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The City rate is projected to decrease by 51% by 2037

Cumulative savings by 2037 is estimated at $596,000,000
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